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SUBJECT: US/DEVELOPING COUNTRY CONSULTATIONS ON TARIFF FORMULA 

1 . US MTN DEL LEAD BY AMB WALKER BRIEFED MARCH 16 KEY 
DEVELOPING COUNTRY MTN DELS (MEXICO, GARRIDO RUIZ 
AND TELLO; BRAZIL, BIER AND BARTHEL ROSA; ARGENTINA, ARLIA 
AND RAIMONDI; AND INDIA, SAND ILYA) ON TARIFF REDUCTION FORMULA 
US PLANS TO PRESENT TO THE MEETING OF THE MTN TARIFFS GROUP 
MARCH 23. STRESSING IMPORTANCE US ATTACHES TO THE TARIFF 
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CUTTING HYPOTHESIS, AMB WALKER NOTED THE EXTENSIVE CONSULTATIONS 
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WITH THE PRIVATE SECTOR AND THE CONGRESS AND CONSIDERABLE 
ANALYSIS PRECEEDING US DECISIONS ON THIS QUESTION. 

WALKER SAID THAT US OBJECTIVES FOR TARIFF CUTTING IN THE MTN 
WERE SIGNIFICANT OVERALL REDUCTIONS OF TARIFFS WITH 
HARMONIZATION THROUGH A HYPOTHESIS WHICH IS MORE 
AMBITIOUS THAN KENNEDY ROUND HYPOTHESIS OF 50 PERCENT 
IS AIMED AT REDUCING DUTIES WITHIN THE TARIFF DISTRIBUTION 
RANGE IN WHICH A LARGE MAJORITY OF DEVELOPED 
COUNTRY RATES NOW FALL, ENSURES MORE EQUITABLE ACCESS 
AMONG DEVELOPED COUNTRY MARKETS, AND PROVIDES MORE 
SECURE AND MORE FAVORABLE ACCESS FOR LDC EXPORTS. AS 
AGREED IN TPRG MEETING MARCH 13, WALKER STATED THAT IN 
US VIEW THE BEST HYPOTHESIS TO ACHIEVE THOSE GOALS 
WOULD BE YE EQUALS 1 ,5X PLUS 50, UP TO A MAXIMUM 60 PERCENT 
REDUCTION ON EACH ITEM AND APPLIES TO TARIFFS ON 
ALL PRODUCTS. (PERCENTAGE DEPTH OF CUT FOR EACH TARIFF 
ITEM EQUALS 1.5 TIMES EXISTING TARIFF PLUS 50 PERCENT) 

AMB WALKER STRESSED IMPORTANT OBJECTIVE OF US FORMULA 
WAS TO SEEK IMPROVED MARKET ACCESS FOR DEVELOPING COUNTRY 
EXPORTS, NOTING US PROPOSAL FOR SUBSTANTIAL MFN 
TARIFF REDUCTIONS WAS MOST EFFECTIVE MEANS TO REDUCE 
TARIFF ESCALATION WHICH IS DISINCENTIVE FOR PROCESSING 
OF RAW MATERIALS AND AGRICULTURAL PRODUCTS IN PRODUCING 
COUNTRIES. HE NOTED US ALSO PLANNED TO RESTATE ITS 
PROPOSAL FOR THE INITIATION OF A CROSS-NOTIFICATION PRO- 
CEDURE BETWEEN PROSPECTIVE TARIFF FORMULA AND NON-FORMULA 
COUNTRIES, EMPHASIZING IMPORTANCE OF GETTING SPECIFIC 
DEVELOPINGCOUNTRY EXPORT INTERESTS ON TABLE AS SOON AS POSSIBLE. 
WITH SUCH INFO STEPS COULD BE PROVIDED TO, INTER 
ALIA: A) IDENTIFY PRODUCTS FOR CONSIDERATION DEEPER- 
THAN-FORMULA TARIFF CUTS: B) CONSIDER DIFFERENTIAL STAGING 
ON PRODUCTS OF EXPORT INTEREST TO DEVELOPING COUNTRIES 
THAN ON OTHER PRODUCTS IN THE NEGOTIATIONS; AND C) LIMIT 
EXCEPTIONS FROM TARIFF FORMULA ON ITEMS OF EXPORT INTEREST 
TO DEVELOPING COUNTRIES. 

2. MEXICO (GARRIDO RUIZ) SOUGHT RECONFIRMATION OF USE US 
EXPECTED TO MAKE OF INFO DEVELOPED FROM CROSS-NOTIFICATION 
PROCEDURES. HE ASKED IF US DID NOT ENVISAGE 
REDUCING TO ZERO DUTIES OF 5 PERCENT OR LESS. AMB WALKER 
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CONFIRMED THIS WOULD BE RESULT OF US TARIFF FORMULA NOTING, 
HOWEVER, US WILLING CONSIDER DEEPER-THAN-FORMULA CUTS INCLUDING 
DUTY ELIMINATION ON PRODUCTS OF EXPORT INTEREST TO DEVELOPING 
COUNTRIES. GARRIDO NOTED THAT IT WOULD BE IMPORTANT TO KNOW THE 
EXCEPTIONS FROM THE TARIFF FORMULA IN ORDER TO DECIDE 
WHICH FORMULA WOULD BE OF MOST BENEFIT TO DEVELOPING 
COUNTRIES, WITH ONE KEY ISSUE WHETHER EXCEPTIONS WOULD 
BE BASED ON SPECIFIC PRODUCTS OR GROUPS OF PRODUCTS. 
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AMB WALKER NOTED US DID NOT YET HAVE DETAILED EXCEPTIONS 
POLICY, BUT WAS PREPARED TO PURSUE POLICY OF MAXIMUM 
RESTRAINT TO MINIMIZE EXCEPTIONS IF AGREEMENT COULD BE 
REACHED ON SUCH A POLICY WITH OTHER FORMULA COUNTRIES. 

3. ARGENTINA (ARLIA) NOTED THAT NOW THAT THERE WOULD BE 
SPECIFIC TARIFF PROPOSALS ON TABLE. GATT SECRETARIAT 

COULD PROCEED WITH STUDY TO EVALUATE AFFECT OF FORMULA ON LDC'S 
TRADE INTERESTS, INCLUDING ISSUES OF: 

A) HOW FORMULA IMPROVES TARIFF ACCESS OF PRODUCTS OF 
INTEREST TO DEVELOPING COUNTRIES; AND 

B ) WHAT ARE NEGATIVE EFFECTS OF TARIFF REDUCTIONS ON 
GSP PREFERENCE MARGINS. AMB WALKER NOTED 
AGREEMENT IN TARIFFS GROUP FOR STUDY BUT STATED 
PARAMETERS OF STUDY NEEDED TO BE WORKED OUT AT TECHNICAL 
LEVEL TO BE SURE ALL RELEVANT ISSUES CONSIDERED, SUCH 

AS EFFECTIVENESS OF VARIOUS FORMULAS IN REDUCING TARIFF 
ESCALATION PROBLEM. 

4. ARLIA ALSO QUESTIONED HOW US PROPOSED GIVE LDC'S "DIF- 
FERENTIATED" TREATMENT IN TARIFFS GROUP, NOTING THAT SPECIAL 
PROCEDURES US WAS MENTIONING WERE ALSO AVAILABLE FOR DEVELOPED 
COUNTRIES IF THEY WERE WILLING TO "PAY" FOR THEM. 

AMB WALKER NOTED THAT SPECIAL TREATMENT OF PRODUCTS OF 
INTEREST TO LDC'S HAD TO BE ON MFN BASIS. AGREEMENT IN 
TOKYO DECLARATION ON "LESS-THAN-FULL" RECIPROCITY FOR 
DEVELOPING COUNTRIES WAS SIGNIFICANT AGREEMENT BENEFIT- 
ING LDC'S WHICH SHOULD NOT BE LOST SIGHT OF. 

5. BRAZIL (BIER) STATED HE SHARED COMMENTS AND QUESTIONS BY 
MEXICO AND ARGENTINA, NOTING THAT US PROPOSAL SEEMED 
VERY AMBITIOUS. HE ASKED IF US HAD HAD ANY REACTIONS 
LIMITED OFFICIAL USE 
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FROM EC ON HOW THIS PROPOSAL MIGHT AFFECT LOME AND GSP 
PREFERENCES MARGINS? AMB WALKER STATED WE HAD HAD NO 
REACTION FROM EC ON THIS POINT AS YET, BUT NOTING THAT 
US INCLUSION OF A HARMONIZATION ELEMENT IN OUR TARIFF 
FORMULA ALONG WITH OUR TRADITIONAL PREFERENCE FOR A 
LINEAR CUT WAS A SIGNIFICANT STEP TOWARDS THE EC POSITION 
THAT WE HOPED COULD RESULT IN PROMPT AGREEMENT ON A TARIFF 
FORMULA. US FIRMLY BELIEVED THAT LARGE MFN TARIFFS CUTS 
WERE MUCH MORE IN INTEREST OF DEVELOPING COUNTRIES THAN 
UNILATERAL, UNBOUND GSP CONCESSIONS. 

6. BIER ASKED IF CROSS NOTIFICATIONS PROCEDURE COULD ALSO 
BE USED TO IDENTIFY THOSE PRODUCTS ON WHICH DEVELOPING 
COUNTRIES WOULD PREFER MAINTANANCE OF GSP MARGINS, AND 
HENCE WOULD REQUEST LESS-THAN-FORMULA TARIFF CUTS? 
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AMB WALKER NOTED THAT WE WERE INVOLVED IN A NEGOTIATION, 

THAT IT WAS IMPORTANT TO GET ALL INTERESTS ON TABLE, AND 
THAT WE WOULD BE WILLING TO RECEIVE REQUESTS FOR SUCH 
TREATMENT. 

7. INDIA (SANDILYA) ASKED IF DEEPER THAN FORMULA MTN 
CUTS COULD GO TO ZERO, SINCE GSP RECIPIENTS WOULD STILL 
ENIOY PREFERENCE MARGINS ON THOSE PRODUCTS INCLUDED IN 
GSP ON WHICH IT WAS NOT POSSIBLE TO GO TO ZERO. 

US DEL RESPONDED THAT US COULD GO TO ZERO ON THOSE 
PRODUCTS ON WHICH THE DUTY WAS 5 PCT OR LESS, BUT ONLY UP 
TO 60 PCT REDUCTION ON HIGHER DUTY ITEMS. 

8. FOLLOWING BRIEFING, ARGENTINE DEL TOLD US DEL PRIVATELY 
THAT ARGENTINA HAD DECIDED MTN TARIFF CONCESSIONS WERE IN 
ITS BEST INTERESTS. BRAZILIAN DEL TOLD US DEL LATER 

THAT IT WAS MOST FAVORABLY IMPRESSED BY US PROPOSAL WHICH 
IT WOULD RECOMMEND TO BRAZILIA. BRAZIL DEL NOTED, HOWEVER, 
BRAZILIA DID NOT OFTEN FOLLOW THE DELEGATION S RECOMMENDATIONS. 
MCNAMARA 
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